R156. Commerce, Cccupational and Professional Licensing.
R156-59. Professional Enployer Organization Act Rul es.
R156-59-101. Short Title.
These rul es are known as the "Professional Enployer Organization Act Rul es".

R156-59-102. Definitions.

In addition to the definitions in Title 58, Chapters 1 and 59, as used in Title 58,
Chapters 1 and 59 or these rules:

(1) "Certified audit", as used in Subsection 58-59-302(6), and "audited financia
statement"”, as used in Subsection 58-59-306(2)(b)(i), neans perfornmng inquiry and
anal ytical procedures which provide a basis for expressing assurance that there are no
material nodifications that should be made to the statenents in order for themto be in
conformty with the generally accepted accounting principles; and the issuance of a report
on the financial statenents stating that an audit was performed in accordance with the
st andards established by the Arerican Institute of Certified Public Accountants.

(2) "Self-funded or partially self-funded insurance plan" as used in Subsection 58-
59-302(7) nmeans any plan of insurance or provision of an enployee health benefits program
where risk of loss is borne by the professional enployer organization.

(3) "Certified public accountant" as used in Section 58-59-306 neans a Utah
licensed certified public accountant unless exenpted under Subsection 58-26-9(1) of the
Certified Public Accountant Licensing Act.

R156-59-103. Authority - Purpose.
These rul es are adopted by the division under the authority of Subsection 58-1-
106(1) to enable the division to administer Title 58, Chapter 59.

R156-59-104. Organi zation - Relationship to Rule R156-1.
The organi zation of this rule and its relationship to Rule R156-1 is as described in
Section R156-1-107.

R156-59-302a. Qualifications for Licensure.

(1) In accordance with Subsection 58-59-302(5), the Division will pernit an
i ndependent certified public accountant to certify in a form prescribed by the Division
that the applicant has conplied with the requirenments set forth in Subsections 58-59-
302(3) and (4).

(2) In accordance with Subsection 58-59-302(5), the Division shall require an
i ndependent certified public accountant to provide the foll owing evidence of financia
responsi bility:

(a) a certification in a formprescribed by the Division that the PEO has paid al
federal, state, and | ocal w thhol ding taxes, unenploynment taxes, FICA taxes, workers
conpensati on prem uns, and enpl oyee benefit plan prem uns; and

(b) the PEO s audited financial statement for the year inmediately preceding the
date of the license application.

(3) In accordance with Subsection 58-59-302(7), the Division shall require:

(a) alicensed third party adnministrator to certify that the applicant is in
conpliance with the requirenents set forth in Subsection 58-59-302(7)(b) and (d); and

(b) a qualified actuary who is a nenber in good standing of the Anerican Acadeny of
Actuaries to submt a statenent of actuarial opinion certifying that the applicant is in
conpliance with the requirenments set forth in Subsection 58-59-302(7)(a).

(4) In accordance with Subsection 58-59-302(9), responsible managers shall docunent
the foll owi ng educati on and experience requirenents:

(a) an earned bachel ors or post graduate degree in |law, accounting, finance or
busi ness adm ni stration or other related educational program approved by the Division in
consultation with the Board and has a mini mum of two years of full tinme paid experience in
| aw, accounting, finance, business admnistration, managenent, or other related education
and experience approved by the Division in consultation with the Board; or

(b) graduation from high school or have a GED equival ent and have six years of ful



time paid experience in accounting, finance, business adm nistration, managenment, or other
rel ated experience approved by the Division in consultation with the Board.

(5) In accordance with Subsection 58-59-302(10), good noral character shall be
established by evaluating the conduct of the officers, directors, responsible nanagers who
have signatory authority over fiduciary funds or persons who have a controlling interest
in the PEO

(6) In accordance with Subsections 58-59-501(5) and 58-59-502(3), each applicant
for licensure as a PEO shall subnmt a formof the contract to be used between the PEO and
the enmpl oyee and subnit a formof the contract to be used between the PEO and the client
conpany to whom | eased enpl oyees are provided.

(a) The contract fornms shall contain:

(i) the nanme and address of the PEO as filed with the Division of Corporations and
Commerci al Code and the nane and address under which the conpany does busi ness;

(ii) disclosure that the enployee is under contract for the purpose of being | eased
to a client conpany;

(iii) disclosure of the identity of the entity fromwhomthe enpl oyee will receive
conpensation for work perforned,

(iv) disclosure of the total conpensation, including all enployee benefits, to
which the enployee will be entitled,

(v) representation by the PEOthat it will pay or cause to be paid when due al
anounts to which the enployee is entitled or which are to be paid to others, including
gover nment agenci es and i nsurance conpani es; and

(vi) disclosure of any other nmatter which is material in the enpl oynent of the
enpl oyee by the PEO or in the |easing of the enployee to a client conpany.

(b) The contract forns specified in Subsection (a) shall be acconpanied by a letter
fromlegal counsel for the PEO expressing a |legal opinion that the contract forns conply
with the contract standards set forth in Title 58, Chapter 59, and this section.

R156-59-302b. Change in Owmership or Change in Oficers, Directors, Responsible Minagers
or Ot her Persons Who Have Controlling Interest - Reestablishment of Qualifications for
Li censure

(1) In accordance with Subsection 58-59-302(8), any change in ownership or change
in officers, directors, responsible nanagers who have signhatory authority over fiduciary
funds or other persons who have a controlling interest in a |licensed PEO shall require
submi ssion of a crimnal background check satisfactory to the Division within 10 days
after the change.

(2) In accordance with Subsection 58-59-302(9), responsi ble nmanagers shall require
submi ssion of evidence in a form prescribed by the Division that the new responsible
manager has the education and experience requirenents set forth in Subsecti on RL56-59-
302a(4) within 10 days after the change.

(3) In accordance with Subsection 58-59-302(10), any change in ownership or change
in officers, directors, responsible nanagers who have signhatory authority over fiduciary
funds or other persons who have a controlling interest in a |licensed PEO shall require
submi ssi on of evidence in a formprescribed by the Division that the new owner, officer
di rector, responsible manager or other persons having a controlling interest in the PEOis
of good noral character as defined in Subsection R156-59-302a(5) within 10 days after the
change.

R156-59-306. Financial Responsibility.

(1) In accordance with Subsection 58-59-306(2)(a), the quarterly reports prepared
by an i ndependent CPA shall be subnmitted in accordance with the foll owi ng schedul e:

(a) March 31 for the quarter endi ng Decenber 31;

(b) June 30 for the quarter ending March 31

(c) Septenmber 30 for the quarter ending June 30; and

(d) Decenber 31 for the quarter endi ng Septenber 30.

(2) Beginning Septenber 30, 2001, in accordance with Subsection 58-59-
306(2)(b)(ii), if the PEOis self-funded or partially self-funded:



(a) athird party administrator shall certify annually that the PEOis in
conpliance with Subsection 58-59-302(7)(b) and (d); and

(b) a qualified actuary who is a nenber in good standing of the Anerican Acadeny of
Actuaries shall submt annually a statement of actuarial opinion certifying that the PEO
is in conmpliance with the requirements set forth in Subsection 58-59-302(7)(a).

R156-59-502. Process for Obtaining Prior Witten Approval for Sales, Transfers or
Entering Into Contracts which Comrits the Licensee to Make Future Paynents.

In accordance with Subsection 58-59-502(8), in order to obtain prior witten
approval fromthe Division for sales, transfers or entering into contracts which comrits
the licensee to nake future paynents, the PEO shall submt:

(1) an application for licensure, if the event or events listed in Subsection 58-
59-502(8) results in or would require the creation of a new business entity; or

(2) an audited financial statenment prepared by an independent certified public
accountant stating that upon conpletion of the event or events listed in Subsection 58-59-
502(8):

(a) the PEOw Il remain financially responsible as set forth in Subsection 58-59-
306(2)(b)(i); and

(b) the PEO w Il have a m ni nrum adj usted net worth of $50,000 or 5% of the tota
adjusted liabilities, whichever is greater
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